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Morton, Hon. Thruston B., Assistant Secretary, Department of 


EXTENSION OF EXPORT CONTROL ACT OF 1945 


WEDNESDAY, APRIL 29, 1953 


House or Representatives, 
ComMMITTEE ON BANKING AND CURRENCY, 
Washington, D. C. 

The committee met at 10 a. m., the Honorable Jesse P. Wolcott 
(chairman) presiding. 

Present: Messrs. Wolcott (presiding), Talle, Kilburn, Widnall, 
Betts, George, Mumma, McVey, Merrill, Hiestand, Stringfellow, 
Spence, Brown, Patman, Deane, Addonizio, Bolling, and O'Hara. 

The Cuarrman. The committee will be in order. 

This morning we will consider H. R. 4882, a bill to provide for the 
continuation of authority for regulation of exports and for other 
purposes. 

(The bill is as follows :) 

[H. R. 4882, 88d Cong., Ist sess.] 
A BILL To provide for continuation of authority for regulation of exports, and for other 


purposes 


Be it enacted by the Senate and House of Representatives of the United States 
of America in Congress assembled, That section 12 of the Export Control Act of 
1949 (63 Stat. 7), as amended by Public Law 383, EFighty-second Congress (65 
Stat. 43), is hereby amended by striking out “1953” and inserting in lieu thereof 
“1956”. 

The Cuairman. We have witii us this morning Mr. Anderson, As- 
sistant Secretary of Commerce. 

Mr. Anderson. 


STATEMENT OF HON. SAMUEL W. ANDERSON, ASSISTANT 
SECRETARY OF COMMERCE 


Mr. Anperson. I appreciate the opportunity to appear before this 
committee to explain the nature, and need for continuance, of the ex- 
port which, by delegation from the President under 
the Export Control Act, is administered by the Secretary of Com- 
merce. The Secretary has assigned operating responsibility for this 
program to the Office of International Trade which is under my super- 
vision and direction. 

By law, we are required to report to the Congress quarterly on our 
export control operations, and for convenient reference you have been 
furnished with an extra copy of our latest report on this subject. 
The export licensing rules and regulations, as you know, are published 
in the Federal Register. In addition, more detailed procedural ma- 
terial which is primarily for trade use is published in an annual 
looseleaf service, supplemented by current export bulletins, up-to- 
date copies of which have been furnished to your professional staff. 
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Stated simply, the Export Control Act authorizes us to regulate 
exports only to the extent necessary (1) to protect the domestic econ- 
omy from excessive drain of scarce commodities, (2) to safeguard 
the national security insofar as it might be adversely affected by ex- 
ports of strategic commodities, and (3) to further our foreign policy. 

For purposes of export control, we have by regulation divided the 
world into three area groups: (1) United States Territories and 
possessions, and Canada, to which no export controls are ee 
(2) country group O, comprising the countries other than the United 
States and Canada in the Western Hemisphere: and (5) country 
group R, comprising all other countries and including a so-called 
subgroup A, the Soviet bloc countries. 

The other feature of the system is a list of controlled commodities, 
the so-called positive list, which are subject to specific licensing for 
export either to O or R destination, or to both, depending upon their 
nature and supply or strategic significances. Commodities not on the 
positive list are subject only to general license which means that they 
may be exported without specific approval of our Department. 

About 40 percent of total United States exports by value are now 
subject to specific licensing approval; the remainder moves without 
restriction. We receive about 2.200 license applications daily, nearly 
two-thirds of which we are able to process within a week or 10 days; 
and most of the balance is acted upon within 3 weeks. 

You have been furnished, gentlemen, with a photostatic copy of a 
chart which is prepared weekly, and which shows the intake and outgo 
of licenses, by weeks, and the resulting backlog. 

A relatively small number require overseas checking or interdepart- 
mental consultation which necessarily delays their processing. 

At present, security considerations are the major justification for 
these controls, although since Korea and until quite recently exports of 
a large number of commodities were closely regulated and sharply 
curtailed for reasons of short supply. Particularly, we have modified 
export controls in relation to the relaxation of domestic controls ex- 
ercised under the Defense Production Act. Export restrictions for 
supply reasons are, therefore, now at a minimum, involving only about 
30 commodities or commodity groups which are, however, of con- 
siderable supply significance to the domestic economy and the defense 
effort. 

The more important of these commodities and a few steel shapes; 
iron and steel scrap; chromium, manganese, molybdenum, nickel and 
tungsten, sulfur, fertilizers, rice, waterfowl, feathers and down; ho 
bristles, aviation gas and petroleum blending agents; and industria 
diamonds. 

The details as to the nature and supply situation of these com- 
modies are contained in a separate statement which we have pre- 
pared for your information. 

(The statement referred to is as follows :) 


EXPORT CONTROLS FOR SUPPLY REASONS 


Since Korea and until quite recently exports of a large number of commodities 
were closely regulated and sharply curtailed for reasons of short supply. Ex- 
port restrictions of this nature are now at a minimum, involving only about 30 
commodities or commodity groups, which are, however, of considerable signif- 
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icance to the domestic economy and the defense effort. The principal couumed- 
ities so controlled at this time are as follows: 


Asbestos Iron and steel scrap 
Aviation gasoline Magnesium 
Castor oil Manganese 
Chromium Molybdenum 
Cobalt Nickel 
Coke Petroleum blending agents 
Columbium Platinum 
Controlled materials (steel, copper, and Rice 
aluminum basic shapes) Selenium 
Copper sulfate Silk waste 
Cryotite Sulfur—crude, retined, and formula- 
Diamonds (industrial) and diamond tions 
tools Tantalum 
Feathers and down (waterfowl!) ‘Tungsten 
Fertilizers Titanium 


Hog bristles 


We are substantially dependent on imports for many of these commodities, 
and a number of them are stockpiled items. IExport controls are used, therefore, 
to prevent possible excessive drain to any destinations. Most of these commod- 
ities also have to be controlled for security reasons so long as Soviet hostility 
continues. We should, moreover, be prepared on short notice to reimpose export 
controls on any other commodity to meet special supply situations as they arise, 
e. g., loss of production through strikes; crop failures here or abroad; foreign 
political developments affecting our supply of essential imported raw materials. 

The following brief description of the commodities which are now subject to 
quantitative export controls will also serve to illustrate the variety of cir- 
cumstances under which such controls may have to be extended from time to 
time. 

Manganese 

At one time the United States was almost wholly dependent upon Russia—the 
world’s largest producer—for manganese, an essential in the production of ordin- 
ary carbon steel. Since 1950, the Soviets have cut off shipments, and United 
States requirements are now supplied largely from India, Brazil, Cuba, Mexico, 
and Africa. There is some small United States production, including low-grade 
ores, but over $0 percent of the ore consumed in the United States is imported. 

The peacetime outlook for the United States to continue te secure adequate 
supplies of manganese is favorable. but exports must be kept under careful 
quantitative control for vet some time. Limited exports of battery-grade ores are 
permitted from the United States. principally to affiliates of American concerns 
manufacturing batteries abroad. Ferro-manganese is permitted to be exported 
for Use by mining projects in Peru, Chile, Mexico, and Indonesia; and eleetro- 
Ivtie Manganese metal in limited quantity may be exported to Western Europe 
for use in defense-supporting steel industry and in aircraft production, 


THE APDITIVE METALS (CHROMIUM, COBALT, COLUMBIUM, MOLYBDENUM, NICKEL, 
TUNGSTEN ) 


These alloying metals substantially alter the physical properties of iron and 
steel. They are also alloyed with nonferrous metals and have other important 
uses. We are dependent upon imports for all of these metals except molybdenum ; 
they are all generally scarce and most are under strict export controls. There is 
every likelihood that export controls on these metals will be required to some 
extent for a number of yveurs. 

Chromium (chromite) 

The United States can obtain from domestic sources only a small fraction of 
its requirements for this metal. At one time, Russia was our principal supplier. 
We now rely for our supplies mainly upon Turkey, the Union of South Africa, 
Southern Rhodesia, and the Philippines. Practically no ores and concentrates of 
a metallurgical grade are allowed to be exported from the United States, but 
modest quantities of ferrochrome are licensed for use in foreign mining projects 
producing other scarce materials, such as copper, for import into the United 
States. 
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Cobalt 

Cobalt is important in the manufacture of rustless alloys and in the produc- 
tion of enamels, inks, and paints. It comes mainly from the Belgian Congo, 
Northern Rhodesia, French Moroceo, and Canada. The free world supply of 
cobalt has improved substantially in the past year, principally as a result of 
use limitations, and some improvement has occurred also in United States avail- 
abilities. Prospects for expansion of the present small United States output 
ure considered good: however, at the present time, cobalt is still in worldwide 
short supply. Generally speaking, no United States exports are permitted, but 
some exceptions are made from time to time for defense and industrial uses 
abroad, including very small quantities for laboratory and experimental use in 
friendly foreign countries. Relatively small exports are also permitted in the 
form of metal, oxide, salts, paint driers, dental alloys, welding rods and wires, 
and serap. 


Columbium 

Columbium is the most scarce of these additive metals. Practically all of the 
world’s production is from Nigeria. The outlook for adequacy in columbium sup- 
plies is not favorable, particularly in the light of the potential demand for high- 
temperature columbium alloys to be used in jet engines, gas turbines, rockets 
and similar devices. Ore and concentrates are, accordingly, not allowed to be 
exported ; but small quantities of ferro columbium, columbium metal and alloys, 
powder and small-fabricated forms are licensed for certain essential end-uses, 


Molybdenum 

Almost all of the world’s output of molybdenum originates in the United States, 
but it is sufficiently scarce worldwide so as to require regulation for export. 
Molybdenum is vital to the jet-plane production program. The quantities avail- 
able for export are licensed only to fill the most important needs abroad in 
friendly countries. The principal export demand is for molybdenum ores and 
concentrates, of Which about a million pounds are licensed each quarter; and in 
adition, much smaller quantities in the form of ferromolybdenum, wire welding 
rods, powder, and chemicals, are approved for export. 
Nickel 

Nickel (a hardening element essential to stainless steel production) is in 
critical short supply in the United States and in the rest of the world. Nickel 
ores, concentrates, and matte are not produced in the United States; four-fifths 
of the free world’s supply of nickel comes from Canada. Minimum exports are 
allowed, almost entirely for military production uses, mainly in the form of 
nickel-alloy semifabricated forms, since few countries have facilities for process- 
ing the primary metal. Modest quantities are also allocated for export as nickel 
alloy metals, nickel catalysts, powders, welding rods, and electrodes. 


Tantalum 

Because of its extraordinary anticorrosive properties, tantalum is used in 
chemical equipment and in the manufacture of surgical and dental instruments. 
It also has important uses in vacuum-tube manufacture. It is in short supply 
and exports to friendly foreign countries are permitted only in nominal amounts 
in the form of sheet, foil, carbide, powder, wire, salts and compounds for research, 
electronic, and surgical uses. As American industry has pioneered in the intro- 
ducton and use of tantalum products abroad, such countries have become depend- 
ent upon the United States for tantalum in these forms. However, exports 
represent only a very small fraction of total supply—about several hundred 
pounds quarterly. 


Tungsten 

The principal use of tungsten carbide, in various forms, is in the manufacture 
of superhard cutting tools. Tungsten alloy steels are used in armor-piercing 
shelis, in the manufacture of armor plate, and gun breeches. 

More than half of the free world output of tungsten comes from the United 
State, Bolivia, and the Iberian Peninsula. Domestic reserves, however, are small 
and if the present rate of consumption continues, United States needs will have 
to be met increasingly from overseas. The long-run supply outlook is not good, 
assuming a continuing cold war and absence from the world market of China— 
formerly a source of one-quarter of the world’s production. 

Very little tungsten is permitted for export. Small quantities of ferrotungsten, 
and of metal and alloys in crude form and scrap, are licensed but only after the 
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most careful screening of end use. Tungsten welding rods are particularly 
required in the mining and petroleum projects, operating mainly in Latin 
America and Saudi Arabia. Also, small quantities of tungsten wire shapes may 
be exported to Europe for essential uses of its electrical industry. 


FERROUS METALS 
Tron and steel 

No critical supply problem can be foreseen in this field, with the exception 
of a few forms and shapes which for at least several quarters will need to be 
retained under strict quantitative controls for export. These are plate, struc- 
turals, rail, large-diameter pipe, oil country tubular goods, and stainless steel. 
In addition, pig iron and serap present special problems, exports will probably 
have to be curtailed for some time because of potentially heavy foreign demand. 
Postwar United States has been a large importer of steelmaking scrap, and 
in the period since Korea has gone through a period of very great scarcity. The 
enormous increase in steelmaking capacity over the past 15 years has outrun 
the rate of obsolescence which would produce the amounts of scrap necessary 
to meet the requirements of our present rate of steel production. 

Oniy the most nominal amounts of scrap are licensed for export to a few 
countries normally dependent upon the United States for supplies—principally, 
Mexico. Also, a relatively small quarterly quota of 2,500 tons of pig iron has been 
allowed for export to meet the needs of countries traditionally dependent upon 
the United States. These are principally Mexico, Cuba, Dominican Republic, 
Colombia, Peru, Chile, and the Philippines, who require it for use in small 
foundries and other basic industries. In addition, a number of American-owned 
industrial operations abroad, are regular users of small quantities of United 
States pig iron. 


NONFERROUS METALS (COPPER, LEAD, ZINC, TIN, ANTIMONY, CADMIUM, 
BISMUTH, BERYLLIUM) 


All of these metals are on the stockpile list. At the present time, however, 
supplies are adequate and no export restraints are required for supply reasons on 
any of them, except copper. For the short run, it is not expected that quanti- 
tative export controls will need to be maintained much longer. While the outlook 
for tin is generally good, the possibility of being cut off by political disruption is 
the kind of factor which leads to the present stockpile program, and may result 
in restunption of quantitative export controls, 


LIGHT METALS (ALUMINUM, MAGNESIUM, TITANIUM, ZIRCONIUM ) 


In general, the United States supply position and degree of self-sufficieney 
is good, but a stockpile is required because of the great disparity between war- 
time and peacetime needs for these metals. Quantitative export controls will 
need to be maintained for a considerable time on magnesium and certain forms 
of titanium. 


Asbestos 

Asbestos is essential in the production of insulating, fire-resistant and acid- 
resistant textiles; for gaskets and pipe-coverings in ships, airplanes, and power- 
plants; and for friction materials in clutches and brake bands. Less than 10 
percent of United States consumption needs can be met by domestic production. 
United States asbestos reserves are limited, and are principally in the short 
fibers. The longer or spinning grades are those in principal demand by the 
military. Reserves are adequate to meet current demand: but, since we have 
to continue to import the main part of our requirements, some quantitative 
export controls are needed for an indefinite period. 
Castor oil 

Castor oil and its derivatives are used in making specialty lubricating oils, 
plastic coatings for communications wire, all-purpose greases and hydraulie 
fluids, It is also used as a plasticizer in the manufacture of certain fabries 
and explosives. The largest single use of castor oil, after dehydration, is as a 
varnish oil in protective coatings. In addition, it is used for medicinal pur- 
poses. The United States is largely dependent on imports of the primary mate- 
rial, the castor bean, for supplies of this product. We permit the export of 
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small quantities of medicinal and commereial castor oil, almost entirely to 
Latin America, which has been historically supplied by the United States. 


Chemicals 

In general, few supply problems are anticipated in this field, although some 
export quotas are still maintained. But this is a field where many new uses . 
and new products are constantly being developed, which may temporarily re- 
quire the protection of export controls, 

There is for example, a continuing need for surveillance over a large range 
of organic chemicals, inasmuch as sudden supply-and-demand dislocations are 
not unusual among them. For example, in the last few months, shortages have 
developed in toluene (used for explosives and aviation gas), polyethylene (used 
for packaging dried milk as well as a large number of military items), and 
glycerin (used in explosives, antifreeze, drugs, tobacco, cellophane, etc.). Ex- 
cessive exports might seriously affect the domestic economy or our defense 
effort. 

Coke 

The United States coke supply position is precarious primarily because of 
our increased steel production and the closing of byproduct coke ovens which 
were originally built for the prime purpose of producing gas, coke being a 
byproduct. The steel industry requires about one-half ton of high-grade coke 
for each ton of steel produced. The gas preduced at byproduct ovens is now 
being replaced by natural gas, and new ovens to make up the loss of coke from 
these ovens have not been completed. It is estimated that adequate supplies 
of high-grade coke will be available in late 1953 or early 1954 and export supply 
controls should thereafter be unnecessary. A quarterly expert quota has been 
fixed at 15,000 tons to meet the needs of traditional Western Hemisphere mar- 
kets. In addition, a heavy demand in Western Europe has developed since the 
war, mainly because of expansion in the European steel industry. From time 
to time temporary or “spot” surpluses of coke develop in the United States, 
which are in excess of immediate domestic requirements and can be made avail- 
able for shipment to Western European countries. 


Copper sulfate 

Copper sulfate has recently come into very wide use both here and abroad 
asa fungicide. It was brought under export control in 1951 for supply reasons, 
and domestic production was also restricted in the second quarter of 1952, for 
the dual purpose of conserving both copper and sulfur. The immediate out- 
look on copper sulfate is for removal of all controls for short-supply reasons 
sometime in 1953, even though the foreign demand may be considerably in 
excess of quantities thought to be available for export. So far as the long- 
range outlook is concerned, the same considerations applying to copper and 
sulfur also apply to this product so far as short-supply export controls are 
concerned, 


Cryolite 

This mineral is the best solvent for alumina in the electrolytic process of 
extracting aluminum from bauxite ore; and this is its chief use. In consider- 
ably lesser quantities it is also employed in insecticides and in abrasive and 
steel production. The only source of natural eryolite is Greenland. It is also 
produced synthetically in the United States, and in limited quantities in sev- 
eral Western European countries. However, synthetic cryolite is considerably 
more expensive and cannot be employed initially in the electrolytic production 
of aluminum. 

As long as the military and domestic needs for aluminum continue at the 
present high levels or until synthetic cryolite can be economically produced and 
in larger quantities, the present acute world shortage of cryolite will remain. 
Exports are severely restricted to satisfy only the very minimum needs of 
friendly foreign countries who traditionally received ervolite from the United 
States and for whom no alternate supply sources are available. 


Industrial diamonds 

Diamonds are essential for the sharpening and shaping of the very hard cut- 
ting tools and dies being used increasingly in high-speed metalworking. Other 
important industrial applications are in drills for geological and mining work, 
and abrasive steel tools. Diamond bort, which is used in grinding, and to some 
degree (depending on sizes and types) industrial diamonds, have always been 
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short in this country. Our entire supply is imported, and there has been in 
recent years a striking increase in industrial requirements. So far as future 
world supplies are concerned, the position on reserves is apparently favorable 
but is complicated by the restrictive marketing policies of the cartel which 
controls virtually the entire distribution and sale of diamonds throughout the 
world. 

We control the exportation of industrial diamonds, diamond grinding wheels, 
and other diamond tools only to make sure that our domestic requirements are 
satisfied, and at the same time to make available to friendly foreign countries 
what is absolutely necessary for their defense and other essential needs. In- 
dustrial diamonds and diamond tools are licensed in minimum quantities for 
essential uses in friendly countries traditionally supplied by us. 


Fertilizers 

Of the three kinds of fertilizers, the United States is presently a net importer 
of two—nitrogenous and potassic—and a net exporter of the phosphatic type. 
At the present time all fertilizers are under open-end export quota, which means 
that licenses are issued for reasonable amounts to all friendly destinations. 

The current export demand is not considered excessive, and United States 
production is increasing. However, because of increased population and limited 
farm areas, it is ever necessary to increase production from available acreage, 
and United States and world demand for fertilizers is expected to continue 
rising. Also, short-term deficits may result from such situations as the recent 
tidal floods in England and Holland, where several large fertilizer plants were 
destroyed and where the large areas inundated will need abnormally large 
amounts of fertilizers to replenish the soil. 


Hog bristles, down, and waterfowl feathers 

Export controls on hog bristles and on down, and waterfowl feathers are re- 
quired because our traditional imports of these commodities from China are cut 
off. Hog bristles are used chiefly in the manufacture of paint and varnish 
brushes, a large number of which are needed in the production and maintenance 
of maritime and defense equipment; also in making various industrial produc- 
tion and maintenance brushes used in the textile, woolen, leather, paper, and 
food industries, Substitutes are satisfactory only for some uses. 

Down and waterfowl! feathers also came chiefly from China and other Soviet- 
bloc countries. They are used for hospital pillows, sleeping bags, aviation coats 
and jackets, and other equipment requiring a high degree of insulation, lightness 
of weight, compressibility, and resiliency, qualities which are not satisfactorily 
duplicated in any other known product. 

Exports of small amounts in manufactured forms (pillows, comforters) are 
permitted mainly to the Caribbean area, historically supplied by the United 
States, and to Saudi Arabia. Also, some exports of bulk mixed feathers go to 
France for use in commercial bedding; but we import from France larger 
quantities than we export and of the better grade. 

Exports of small amounts of non-Chinese bristles are permitted to go to Japan 
for dressing to be returned to the United States, and to Germany mostly as 
returned rejects, Also, very small amounts of shoemaker’s bristle are exported 
to Latin America. 


Aviation gasoline and blending agents 

Aviation gasoline is the major petroleum supply item for the United States 
Air Force, the air forees of friendly foreign countries, international airlines and 
United States and foreign domestic airlines. Blending agents are the petroleum 
products which, together with high-octane gasoline, make up aviation gasoline. 
There is a worldwide shortage of aviation gasoline caused by the lack of facilities 
to produce high-octane gasoline and blending agents. The United States now 
supplies more than half the requirements of friendly foreign countries, and with 
increased requirements both here and abroad the shortage which necessitates 
export controls will continue at least into 1954. Total exports average about 
16 percent of production. 


Platinum 

No exports of ores and concentrates are generally permitted, and modest 
exports of platinum and alloys in the form of ingots, bars, sheets, scrap, ete., 
are carefully scrutinized to provide for only the most essential uses—petroleum 
and mining industries, laboratories, hospitals, chemical, electronic, and other 
industrial uses in those countries normally dependent upon the United States 
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for supplies. Small shipments of platinum catalysts and chemicals are also 
permitted. 


Rice 

The United States is one of the important exporters of rice, producing about 
37 million 100-pound bags per year and exporting approximately half of its 
production. Due to a short crop in the For East and disruption of trade because 
of unsettled political conditions there last year which presaged unusually heavy 
demands against United States supplies, export controls were imposed in Septem- 
ber 1952 upon the recommendation of the Department of Agriculture, It is antici- 
pated that approximately 17 million bags (2 million above 1951 and about the 
same as 1952) may be exported in 1953. 

The future of export controls of rice will depend to a large extent on the politi- 
eal situation. In spite of some improvement in 1953 crops, it is unlikely that 
world supplies of rice will be adequate in 1953 and 1954. If allowed to do so, 
Japan and Cuba would probably be willing to purchase all the rice that the 
United States could export. The problem is to spread exports equitably, where 
they are most needed, and also to provide for the very heavy requirements of 
the Department of Defense to meet certain military as well as civilian needs 
abroad, including prisoners of war. Until considerable improvement occurs 
either in crops or in the world political situation, export controls on rice probably 
will need to be continued. 

Selenium 

The important applications of selenium are based on its unique photoelectric 
property—when light impinges on selenium there is a lowering of its electrical 
resistance proportional to the intensity of ordinary light. This property makes 
it an important element in such products as rectifiers, photoelectric cells, auto- 
matie signaling devices, and specialty ele*trical equipment. At the same time 
selenium continues to be used extensively in the glass industry as a tinting and 
decolorizing agent. 

Indigenous United States supplies are entirely inadequate, although we are 
the world’s largest producer. There are a number of countries producing small 
quantities of selenium, but Canada is the second-largest producer and the chief 
exporter of this material. The United Kingdom and western Europe are almost 
entirely dependent upon these North American selenium sources. The United 
States permits token exports of selenium metal and powder to western Europe 
(principally United Kingdom) and to Latin America. 


Silk waste 

Silk noils and waste are obtained as a byproduct in the combing and spinning 
of silk fibers. About S88 percent of our supplies are imported, mainly from Japan 
at the present time. Principal domestic interest in this commodity is for the 
manufacture of cartridge cloth, to make powder bags. Supplies are quite limited 
and a strict export control maintained, licenses being granted usually only when 
evidence of unsuitability for defense purposes is furnished. Quantitative export 
controls can probably be discontinued only when a satisfactory substitute is 
found. 


Sulfur 

The United States is the world’s largest producer, consumer, and exporter of 
sulfur. Because the United States price is considerably below prices in other 
producing countries, the principal foreign consumers depend heavily upon the 
United States as a source of supply. United States exports increased tremen- 
dously since the war, and in the latter part of 1950 it became necessary to 
establish quantitative export control to prevent serious depletion of United 
States stocks. Principal consuming countries have been encouraged to reduce 
their dependence on United States sulfur by (a) developing alternate sources 
of supply. (>) increasing their usage of sulfur-bearing materials such as pyrites, 
and (¢) promoting recovery of sulfur from smelter and refinery gases. 

Current and projected production of sulfur in the United States is considered 
snfficient to meet all domestic requirements, inaintain an adequate reserve of 
aboveground stocks, and provide for export a sufficient quantity to fill the gap 
between total foreign requirements and availability from non-United States 
sources. However, in the absence of quantitative control on exports, the 
relatively low price of United States sulfur could again result in a rising demand 
from some countries and might influence others to diminish or cease altogether 
their efforts to utilize other sources or forms of sulfur. In other words, there 
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might be a renewal of the heavy drain on United States supply, or a possible 
maldistribution of United States exports—either of which would be contrary to 
our national interest. 

Mr. Anperson. You will note that we are substantially dependent 
on imports for many of these commodities, and a number of them 
are stockpile items. Export controls are used, therefore, to prevent 
possible excessive drain to any destination. Most of these com- 
modities, you will note, also will have to be controlled for security 
reasons so long as Soviet hostility continues. 

Since early 1948, when Russia’s aggressive intentions became unmis- 
takably clear, there has been put into effect a system of security 
controls over strategic exports to Soviet-bloc countries. Controls 
on the movement of strategic goods to China were also progressively 
strengthened after January 1949, as that country fell under Com- 
munist domination; and since the Chinese Communists intervened 
in Korea all United States exports to mainland China and to North 
Korea have been stopped. 

Since 1950 all goods, strategic or otherwise, destined to Russia and 
its satellites have been subjected to licensing control, and our exports 
to these areas which before 1948 were quite substantial, have for some 
time been almost negligible. These destination controls also extend 
to commodities of foreign origin which move intransit through the 
United States or use the facilities of a foreign-trade zone. 

Export trade, as you know, is carried on through many middlemen 
and by very diverse procedures. Methods of selling, shipping, and 
paying are intricate. The complex nature of this commerce makes 
attempted evasion of export controls sometimes difficult to detect. 

We are, of course, not only concerned with direct shipments to 
the Soviet bloc—as a matter of fact, that is the easier part of our 
job. Our major concern is with the problem of preventing indirect 
shipments through friendly countries. 

We use a variety of techniques for this purpose which are described 
in some detail in a separate statement which we have prepared for 
your information. 

(The statement referred to is as follows :) 


SYSTEM OF CONTROL AND ENFORCEMENT 


The effectiveness of the export control system has been examined into by two 
Congressional committees during 1951-52. The Senate Committee on Interstate 
and Foreign Commerce concluded as follows: “United States export controls 
are e‘Tective, and since early 1951, sufliciently extensive.” (Senate Rept. No. 944. 
82d Cong., p. 12). The House Committee on Foreign Affairs reported: “It 
is the judgment of the Committee that the United States Government has de- 
veloped very effective export controls of shipments to Russia and her satellite 
countries of items which have been determined officially to be of strategie im- 
portance.” (House Rep. 1621, S2d Cong. p. 16). 

One of the principle problems in the administration of the export control pro- 
gram has been the need to identify those export license applications, allegedly 
for legitimate exportation to friendly countries, which possibly involve exporta- 
tion to the Soviet bloc through third countries, or other devious channels. 
Commercial name intelligence 

The Department of Commerce maintains on a current basis extensive files of 
commercial intelligence information concerning the operations of many thousands 
of foreign businessmen and firms, including a large number of questionable re- 
liability. While this information is valuable for a variety of purposes, it is 
especially important and is regularly used in export licensing. If there is derog- 
atory information about any of the parties named in an export license applica - 
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tion, precautions are taken to guard against risks of transshipment before under- 
taking to approve the application in question. 

There are several devices used in the licensing and post licensing period which 
are intended to verify the transaction and assure that it will be carried through 
as represented in the license application. Prior to issuing the license, one or 
more of the following procedures are applied to the application : 

1. Transaction check.—When there is little or no information about the parties 
to a proposed export transaction involving a strategic commodity, an export 
transaction check is made. This consists of an investigation on the spot by 
United States Foreign Service Officers, for the purpose of determining whether 
the importer has actually placed an order covering the proposed shipment, wheth- 
er he has a legitimate use for the goods, and whether there is any likelihood of 
transshipment or diversion of the goods, 

2. Consignee statement.—Every application for an export license to ship goods 
to destinations outside the Western Hemisphere must be accompanied by a writ- 
ten undertaking by the proposed importer that he will use the goods himself 
and will not reexport them without the prior approval of the United States 
export licensing authority. 

8. Import certificate-delivery verification—Most countries of Western Europe 
have adopted with Canada and the United States a procedure called the Import 
certificate-delivery verification system, which is an elaboration of the technique 
of the ultimate consignee statement just described. Under this procedure, stra- 
tegic materials are licensed for export to these countries only on the basis of a 
certification by the importer to his government in which he undertakes to import 
and use the commodity within the named country. As a further safeguard, the 
United States exporter may be required to secure a delivery verification endorsed 
by the customs authorities of the receiving country which verifies the fact that 
the shipment has actually been entered into its customs territory. The goods may 
not thereafter be reexported without official permission. 


License issuance 

An export license is a valuable document. Because there is always the possi- 
bility of forgery or other attempt to tamper with them, special safeguards are 
used in their issuance to minimize all such risks. 


Customs clearance 

After the license is issued, further precautionary measures are taken. No 
exportations from the United States may be made unless they are cleared by 
United States Customs at the port of exit. At the time the goods are to be clear- 
ed, and before loading aboard the exporting carrier, the exporter, or his agents 
(who ean be authorized only by power of attorney on file with the collector of 
eustoms at the port of exit) must file a shipper’s export declaration on which 
are recorded the essential facts of the exportation. He presents therewith his 
export license, or indicates on the declaration the applicable General License. 
The United States Customs makes a careful documentary check before clearing 
any proposed exportation. It also makes a physical examination of merchandise 
on a spot basis to determine that it is as described in the export license. This 
is done, of course, to frustrate attempts to get material outof the country through 
false description. 


Alerting third parties 

The bills of lading and commercial invoices relating to shipments of strategic 
goods to destinations outside the Western Hemisphere are required by export” 
eontrol regulations to carry statements indicating that the goods have been 
licensed by the United States only to the named destination and that diversion 
is contrary to United States law. This requirement is designed to make certain 
that all persons concerned, including customs brokers, freight forwarders, banks, 
as well as importers, will be on notice of United States regulations and thereby 
warned against participation in any attempted diversion. 


Tracing shipments 

Various devices are employed to trace the arrival and disposition of important 
licensed shipments. In the case of material financed by the Mutual Security 
Agency, for example, an extra copy of the export declaration is sent to the MSA 
mission in the country involved to be used to check the shipment. In case of 
other exports, summary information from bills of lading is cabled to the nearest 
United States diplomatic mission as a basis for check. 
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Trained staff 

In addition to these effective mechanical techniques, it should be remarked 
that officers engaged in export licensing work have developed over the years a 
considerable body of knowledge about commodity movements and uses, and about 
persons engaged in legitimate trade in particular commodities. This knowledge 
enables them in many instances to detect at once and to prevent questionable 
transactions. Our licensing officers are assisted in this effort by our country 
specialists and our commercial intelligence analysts. The legal and investigative 
staffs make their contribution not only in the detection and prosecution of vio- 
lations, but also in the devising of regulations and procedures calculated to pre- 
vent them. 

The effectiveness of the United States export control program is considerably 
increased as a result of the deterrent effect of our thorough-going legal and in- 
vestigative measures. Information concerning alleged irregular transactions 
is received from a variety of sources, both private and governmental. This 
information results in an investigation, either by investigators of this Depart- 
ment or by agents of the United States Bureau of Customs. The results of this 
program are to some extent reflected in the following document entitled “Legal 
Ienforcement Activities.” 

Trade cooperation 

Responsible United States exporters either acting alone or through a trade 
advisory committee have been of immeasurable assistance in making our pro- 
gram effective. They are scrupulously careful about the disposition of their 
own products and they are most helpful to us in suggesting ways in which we 
can prevent circumvention of our regulations. 

Mr. Anverson. These include the checking of license applications 
against intelligence information which we have concerning the par- 
ties involved in the proposed transaction; prechecking selected appli- 
cations for the purpose of determining the reliability of the consignee 
and the stated end-use; tracing the arrival and disposition of selected 
shipments for compliance with the terms of the license; and the use 
of a number of special documentary requirements calculated to put 
foreign importers and forwarders, as well as our own businessmen, 
on notice of our export restrictions. 

The most important development in this regard during the past 
year was the completion of a multilateral program to prevent wnau- 
thorized transshipment or diversion of strategic goods. Arrange- 
ments have been worked out among the United States, Canada, and the 
principal nations of Western Europe, so that the importing country 
accepts responsibility for preventing unauthorized diversion of strate- 
gic materials from their licensed destination, and a control mechanism 
has been established which provides the United States, and other 
exporting countries, with an assurance, before goods are licensed for 
export, against their transshipment or unauthorized diversion. 

Under this system, the importer is required to make an official certifi- 
cation to his government of his intention to import certain commodi- 
ties into that country. This certification is witnessed and recorded by 
his government. It is then returned to the importer for transmittal, 
via the exporter, to the exporting government, which will not license 
the shipment in the absence of this documentation. In the event 
that the importer attempts without prior authorization to transship, 
reexport or otherwise divert the material, he becomes subject to legally 
enforceable penalties imposed by his own government as well as the 
applicable penalties of the exporting country. ; 

As an added safety factor, the system provides for a verification to 
the exporting government of the actual delivery of the material inte 
the customs territory of the importing country. This feature is in 
voked on a spot-basis at the option of the exporting government. 
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In addition to these effective mechanical techniques, it should be 
remarked that officers engaged in export licensing work have developed 
over the years a considerable body of knowledge about that commodity 
movement and uses, and about persons engaged in legitimate trade in 
particular commodities. This knowledge enables them in many in- 
stances to detect at once and to prevent questionable transactions. 

Our licensing officers are assisted in this effort by our country spe- 
cialists and our commercial intelligence analysts. The legal and in- 
vestigative staffs make their contribution not only in the detection and 
prosecution of violations, but also in the devising of regulations and 
procedures calculated to prevent them. 

Both criminal and civil penalties as well as administrative remedies 
may be invoked against violators of export control regulations. Under 
the Export Control Act, violations are punishable by fine and im- 
prisonment ; and by regulation, provision has also been made for sus- 
pending or terminating the privilege of violators to secure or use 
export licenses or otherwise engage in United States export trade. 
In addition, the customs collectors have authority to seize, and under 
certain conditions to obtain the forfeiture of, goods attempted to be 
exported illegally. 

In the past 2 years, 48 administrative export denial orders, involv- 
ing more than 150 United States and foreign individuals and firms, 
have been issued, each of which is briefly described in a separate state- 
ment which you have been furnished. 

(The statement referred to is as follows :) 


LEGAL ENFORCEMENT ACTIVITIES 


Both criminal and civil penalties as well as adiministrative remedies may be 
invoked against violators of export control regulations. Under the Export Con- 
trol Act, violations are punishable by fine and imprisonment; and by regulation, 
provision has also been made for suspending or terminating the privilege of 
violators to secure or use export licenses. In addition, the customs collectors 
have authority to seize, and under certain conditions to obtain the forfeiture of, 
goods attempted to be exported illegally. 

At the congressional hearings on the last extension of the Export Control Act 
in March 1951, the Department reported on the results of enforcement activities 
since the inception of security export controls in early 1948.) The administrative 
and criminal cases pending between 1948 and March 1951 were specifically identi- 
fied and described at that time, and therefore are not listed again here. 

The brevity of the case summaries in the attached list does not permit of an 
explanation of the detailed factual elements of each case. Accordingly, the var- 
ious issues of the Federal Register in which our orders have been published in 
full text must be consulted for such information. 

During the 3-year period previously reported 63 export denial orders were 
issued against over 200 United States and foreign individuals and firms for 
various kinds of violations, including 17 cases of actual or attempted transshin-. 
ments. In the 2 years that since have elapsed, 48 more administrative export 
denial orders, involving more than 150 United States and foreign individuals and 
firms, have been issued, each of which is briefly described in the attached list. 
It should be noted that although 16 of these orders related to actual or attempted 
transshipments to Soviet-bloc countries or Hong Kong, a number of them in 
volved only negligent. as distinguished from willful, participation in sueh un- 
authorized diversions. 

The 82 other denial orders concerned various charges of trafficking in export 
licenses, falsification of export orders, circumventions of quota restrictions on 
scarce commodities, misuse of general licenses to evade licensing requirements, 
false representations in license applications and shippers export declarations. 
and other similar negligent and willful offenses of more or less seriousness, not 
related however to diversions of strategic goods to Communist-dominated coun- 
tries. Orders issued in these cases have barred United States exporters from 
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shipping, foreign buyers from receiving, United States and foreign freight for 
warders from handling, and a United States carrier from transporting, United 
States goods for periods of time ranging up to the entire duration of United 
States export controls. 

In addition, 13 more administrative cases are listed which are now awaiting 
hearings or decisions. Of these, 4 involve charges of actual or attempted trans- 
shipments, and the balance other miscellaneous alleged offenses of the types out- 
lined above. The names of the more than 50 United States and foreign individ- 
uals and firms who are parties to these cases are omitted because their responsi- 
bility has not yet been determined. 

The attached list of criminal cases supplements and brings up to date onr 
March 1951 report on this aspect of export control enforcement. Our previous 
report for that 3-year period covered 23 cases which had reached the status of 
indictment or conviction, of which 1 case was then pending under a sealed indict- 
ment. Of these cases, all but 5 have now been disposed of by convictions. Since 
March 1951 a total of 14 criminal cases have resulted in substantial tines, and 
prison terms ranging up to 3 years. In addition, 13 listed cases are awaiting 
trial, 1 sealed indictment is still outstanding, and 11 cases are being considered 
by the Justice Department for possible prosecution. 

The criminal cases present the same variety of violations as the administrative 
cases. The decision to prosecute criminally depends on the gravity of the offense, 
the intent, past record, and reputation of the offender and, what is especially 
significant in this field of international offenses, the availability of the kind ana 
quantity ef evidence that is required by our courts in criminal cases. It is the 
difficulty of obtaining necessary witnesses and documentary evidence from abroad 
to establish criminal cases, as distinguished from the more liberal rules of evi 
dence that may be applied in administrative proceedings, that in large part 
makes for the particular importance of the administrative remedy to cope with 
export control violations. This, and a greater ability to comply with security 
regulations in administrative proceedings. makes it possible also for administra 
tive remedies to be more swiftly applied than criminal penalties, and with equal 
or even greater effectiveness. 

The seizure sanction has, of course, also continued to be applied by the Bureau 
of Customs. By March 1951 over 400 seizure cases had been instituted, involv- 
ing approximately 86 million of United States goods about to be exported in 
violation of export controls. Since then approximately 500 more seizure cases 
have been brought, involving goods valued at about $1 million. 


EXPORT CONTROL VIOLATORS (SINCE MARCH 1951) 


Administrative cases 

Gambaro Corp, Construction Co, et al, Lucerne, Switzerland: One firm and 
two individuals. False representations that Switzerland would be ultimate 
destination of three paving machines and attempted unauthorized diversion of 
machines to Hungary. April 20, 1951: order barring participation in all United 
States exports for duration of export controls. 

Ihsan M. Beydoun, Johannesburg, Union of South Africa: One individual. 
False representation that Venezuela would be ultimate destination of TO0O500 
jute bags and unauthorized transshipment of bags to South Afriea. April 24, 
1951: order barring participation in all United States exports for duration of 
export controls, 

Satis A. G.. N. V. Van Uden’s Transport-Bureau, et al.. Zurich, Switzerland 
and Rotterdam, Holland. Two firms and three individuals. False representa- 
tion that Italy would be ultimate destination for milling machine and unan- 
thorized transshipment of machine to Hungary. September 24, 1951: order bar- 
ring participation in all United States exports for duration of export controls. 
Appeal pending before Departmental Appeals Board. 

A. E. Ratner Chemical Co, et al.. New York, N. Y. One firm and one individ- 
val, False representation that Belginm would be nitimate destination of two 
shipments of aluminum oxide which was transshipped by consignee to Hungary, 
December 18, 1951: order barring participation in all United States exports 
for duration of export controls. June 20, 1952: Appeals Board order reduced 
suspension to 5 months, plus 4 months to be held in abeyance subject to respond- 
ents good behavior. 

S. A. Comptoir N. V. Paul Stevens & Co. et al., Antwerp, Belgium. One firm 
and one individual. False representation that Belgium would be ultimate destina- 
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tion of 30,000 kilos of calcium molybdate and unauthorized transshipment of 
material to Czechoslovakia. September 17, 1951; order barring participation 
in all United States exports for duration of export controls. 

David Zetland Corp. et al., New York, N. Y., and Brussels, Belgium. Three 
firms and four individuals. Various false representations regarding ultimate 
consignee and country of destination with respect to shipment of roller bearings. 
Unauthorized transshipment of bearings from Belgium to Switzerland. May 
28, 1951: order barring participation in all United States exports for dura- 
tion of export controls as to 1 firm and 1 individual; for 9 months as to 1 firm 
and 2 individuals; and for 30 days as to 1 firm and 1 individual. 

Yangtze Trading Corp. et al., New York, N. Y.: Five firms and 12 individuals. 
Unauthorized use of licenses to export tinplate to various Consignees in China 
during early 1949. June 12, 1951: order barring participation in exports of 
positive list commodities for 3 years or duration of export controls, whichever 
is shorter. 

American Marocan Products Exchange, Adolph Fromer, d. b. a. Casablanca, 
French Morocco: One firm and one individual. False reprsentation that Switzer- 
land would be ultimate destination of 100 tons silicon carbide with intention 
to transship material to Czechoslovakia. June 16, 1951: order barring participa- 
tion in all United States exports for 2 years, 

American Industrial Products Co., Ching Sen Lee, d. b. a., et al., New York, 
N. Y.: One firm and two individuals. Use of export licenses to ship tinplate 
to unauthorized consignee in China during August 1949, August 8, 1951: order 
barring participation in exports of positive list Commodities for 1S months. 

Manning, Maxwell & Moore, Inc., et al., Bridgeport, Conn. One firm and two 
individuals. Failure to disclose information received that temperature record- 
ing equipment was intended for export to Tientsin, China, instead of Hong 
Kong, as originally represented in license application. August 15, 1951: order 
barring 2 employees from all participation in United States exports for 2 years; 
firm barred from participation in exports of positive list Commodities for 3 
months. 

A. Givatowsky et al., Brussels, Belgium, and Vaduz, Liechtenstein. One firm 
and one individual. Attempt to obtain export of used caterpillar tractor by false 
representation that Belgium would be country of destination when tractor was 
actually intended for Czechoslovakia. January 2, 1952: order barring partici- 
pation in all United States exports for 1 year. 

Siegel Chemical Co. et al, Brooklyn, N. Y. One firm and two individuals. 
Continued employment in export trade of individual employee who had been 
barred from participation. Attempt to obtain export license for cobalt nitrate 
by misrepresenting Hong Kong to be ultimate destination and nondisclosure of 
information that actual destination would be China. November 15, 1952: order 
barring participation all validated license exports and general license exports 
of positive list commodities for 2 years. January 14, 1952: order, modified by 
Departmental Appeals Board, barring participation in exports of positive list 
commodities requiring validated license for 6G months plus an additional 18 
months to be held in abeyance subject to respondents good behavior. 

White Laboratories, Inc., Newark, N. J. One firm. Misrepresentations in 
application for license to export halibut liver oil, that destination would be 
Hong Kong, and nondisclosure of information that China would be actual des- 
tination. June 15, 1951: order barring participation in exports of positive list 
commodities for 3 months. 

British American & Eastern Co., Ine., et al.. New York, N. Y.: Two firms and 
four individuals. Unauthorized transfer of license to export tinplate to Aus- 
trian consignee. October 19, 195i-—Order barring participation in exports of 
lositive List commodities for 8 months. 

Carson M, Simon & Co., et al., Philadelphia, Pa.: One firm and two individuals. 
Irregularities in preparation of shipper’s export declaration by freight for- 
warder for shipments of automobiles to Brazil. August 31, 1951: Order bar- 
ring participation in all United States exports for 2 weeks. 

Thomson, Jacobs & Moran, Inc., New York, N. Y.: Participation by freight for- 
warder in shipments of tinplate to China in 1949, with knowledge of unauthorized 
transfers of export licenses by shippers. September 7, 1951: Order barring par- 
ticipation in all United States exports for 1 week. 

Smoliner & Kratky, Vienna, Austria, One firm. Unauthorized transshipment 
of three jeeps to Yugoslavia from Austria. December 14, 1951: Order barring 
participation in all United States exports for 3 months. 


EXTENSION OF 


EXPORT CONTROL ACT OF 1949 


Maurice May, Ine., et al., New York, N. Y. and Singapore. Two firms and two 
jadividuals. Misrepresentations as to ultimate consignee and end-use in license 
applications for antibiotics to Singapore; no accepted orders for same and 
fulse consignee statements. January 28, 1952: Order barring participation in 
all United States exports for 9 months, plus an additional 6 months to be held 
in abeyance on good behavior. 

Guy N. IF. Nord, Ltd., et al., Belize, British Honduras and New Orleans, La. 
Two firms and three individuals. Split shipments of gasoline and diesel oil 
to British Honduras in contravention of general license GLY. February 13, 
1952: Order barring participation in all United States exports for 60 days as 
to one firm and one individual: and until further notice. but not less than 6U 
days, as to 1 firm and 2 individuals, 

Expreso Aero Freight Terminal, et al., New York, N. Y. Two firms and two 
individuals. False statements by freight forwarder in shipper’s export declara- 
tions to ship nylon hose to Cuba. February 18, 1952: Order barring participation 
in all United States exports for 15 days. 

Croton Trading Co., Ine., et al., New York, N. Y. Two firms and two indi- 
viduals. Unlicensed shipment of wire to Cuba through Canada; and filing of 
license applications without firm orders. March 7, 1952: Order barring par- 
ticipation in United States exports requiring validated licenses for 6 months 
plus an additional 12 months to be held in abeyance subject to respondents good 
behavior. 

International Marketers, Ltd., et al., London, England. One firm and two indi- 
viduals. False representations and attempted transhipment of 5 caterpillar 
tractors, with bulldozing equipment, from Switzerland to Poland. March 25, 
1952: Order barring participation in all United States exports until January 
31, 1953. 

Dr. Alphonse Wiederkehr, Zurich, Switzerland. One individual. Misrepre- 
sentation of ultimate destination as Switzerland and diversion of lubricating 
oil to Hungary. March 25, 1952: Order barring participation in all United 
States exports until August 30, 1953, or the duration of United States export con- 
trols, Whichever is shorter. 

Marton Distributors, Inc., et al., Brooklyn, N. Y.: One firm and two individuals. 
Attempted bribery of an OILT licensing officer. Individual found not guilty of 
criminal violation. March 27, 1952: Order barring participation in all United 
States exports for 9 months, plus an additional 6 months to be held in abeyance 
subject to respondents good behavior. 

Albert Nyegaard, Charlottenlund, Denmark: One individual. Misrepresenta- 
tion that Denmark would be ultimate destination of diethIphthalate, with intent 
to transship to Sweden. March 31, 1952: Order barring participation in all United 
States exports for 1 year. 

Archibald S. Dunlap, New York, N. Y.: One individual. Participation in un- 
licensed transship of wire to Cuba through Canada. April 7, 1952: Order 
barring participation in all United States exports for duration of export controls. 

Dante Corti, et al., Genoa, Italy: One firm and one individual. Submitted 
false import permit number for license application to ship cotton to Italy. 
April 14, 1952: Order barring participation in all United States exports for dur- 
ation of export controls. 

Krasnow Wool Stock Co., et al., Chelsea, Mass.: One first and two individuals. 
exportation through United States of Canadian origin wool rags to Poland 
contrary to intransit regulations. April 11, 1952: Order barring participation in 
all United States exports for 3 months, plus 9 months to be held in abeyance 
subject to respondents good behavior. 

Leviant & Co., et al., New York, N. Y.: One firm and three individuals. Li- 
cense applications to ship antibiotics filed without accepted orders. May 16, 
1952: Order barring participation in United States exports requiring validated 
licenses for 3 months. 

H. Elkan & Co., Ine., New York, N. Y.: One firm. Improperly allowed another 
exporter to use name as pretended applicant for validated licenses to ship hides 
to Japan. May 16, 1952: Order barring participation in all United States ex- 
ports for 60 days. 

Sidney Westheimer, Long Beach, N. Y.: One individual. Improperly allowed 
another exporter to use name of his employer as pretended applicant for vali- 
dated licenses to ship hides to Japan. May 21, 1952: Order barring participa- 
tion in all United States exports for 12 months, plus 3 months to be held in 
abeyance subject to respondents good behavior. 
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Ozyash B. Haufstadter, doing business as O. B. Haufstadter Co., New York, 
N. Y.: Switzerland and Morocco, Two firms and three individuals. False repre- 
sentations to induce license to ship chemicals to friendly countries, actually 
intended for Soviet-bloe countries. July 18, 1952: Order barring participation 
in all United States exports for 3 years as to 2 firms and 2 individuals; and until 
July 31, 1952, as to 1 individual. 

Continental Pharma, S. A. et al., Brussels, Belgium, and Montreal, Canada : 
Two firms and two individuals. Misrepresentation that destination of aluminum 
oxide would be Belgium, and transshipment to Hungary. December 18, 1951: 
Order barring participation in all United States exports for duration of export 
controls, June 20, 1952: Appeals Board order reduced suspension to 2 years 
plus 3 years to be held in abeyance subject to respondent's good behavior. 

British Mereantile Co., Ltd., New York, N. Y.: Three individuals and three 
corporations, Shipments of worthless materials to defraud consignees in India, 
who had ordered and paid for polystyrene. September 12, 1952: Order suspend- 
ing all export privileges to December 15, 1956, of which last 3 years to be held 
in abeyance subject to respondents good behavior. 

Leonard Schmerer & Co., New York, N. Y.: One partnership, one corporation, 
and three individuals. Filing of license applications to export hides to Japan in 
names of other firms and supported by fraudulent documentation; also un- 
licensed shipment of hides to Austria, falsely declared to be of Canadian origin, 
September 19, 1952: Order denying corporation, firm, and 1 individual all export 
privileges until December 13, 1954, and denying same privileges to other 2 indi- 
vidnals until November 13, 1952. 

Norman Yuen, San Francisco, Calif.: One individual. Parcel post shipments 
of ladies’ compacts to Hong Kong. undervalued and misdescribed as gift parcels. 
October 14, 1952: Order denying all export privileges for 6 months. 

Jessam Industrial Corp., New York, N. Y.: Two companies and one individual. 
Misdeseription and undervaluation of auto parts to effect shipments to Philip- 
pines under purported authority of general licenses and without required 
validated licenses. October 20, 1952: Order denying all export privileges for 1 
month, plus 1 year to be held in abeyance subject to respondents good behavior. 

Caymex Corp., New York, N. Y.: One corporation and one individual. Misrep- 
resentations as to availability of copper sulfate to obtain export license for 
shipment to France. November 8, 1952: Order denying all exports of positive- 
list commodities for 6 months, plus 6 months to be held in abeyance subject to 
respondent's good behavior. 

United Global Corp., New York, N. Y.: One corporation and three individuals, 
Misrepresentations as to the existence of accepted orders for antibiotics to 
Singapore, and submission of unauthorized ultimate consignee statements. No- 
vember 12, 1952: Order denying all exports under validated licenses for 15 
months, plus 9 months to be held in abeyance subject to respondent's good 
behavior. 

Sklut Hide & Fur Co., Wilmington, Del.: One corporation and one individual. 
Wrongful filing of application for license to ship hides to Japan, as acecommo- 
dation for New York exporter, not supported by required order from Japanese 
consignee to applicant. December 8. 1952: Order denying all export privileges 
for 30 days. 

Philadelphia Hide Corp., Philadelphia, Pa.: One corporation and one individual, 
Wrongful filing of two applications to ship hides to Japan, as accommodation 
for New York exporter, not supported by required orders from Japanese con- 
signees to applicant. January 9, 19583: Order denying all export privileges for 
3 months. 

Schmoll Fils-Deevy Corp., New York, N. Y.: One corporation and one individual. 
Misuse of three licenses by making shipments to customers of another New York 
exporter, falsely represented to be customers of the respondent corporation, 
and obtaining of licenses by misrepresentations as to number of orders held and 
quantities thereof. January 27, 1953: Order denying all export privileges for 
4 months, plus 4 months to be held in abeyance subject to respondent's good 
behavior. 

Universal Transport Corp., New York, N. Y.: One corporation and one indi- 
vidual. Responsible employee of freight forwarder wrongfully assisted exporter, 
then under suspension, to effect unauthorized exportation. February 10, 19538: 
Order denying export privileges for 2 weeks, to be held in abeyance for 2 years, 
subject to respondent's good behavior. Appeal to departmental appeals board 
now pending. 
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Martin Enterprises, New York, N. Y.: One partnership and two individuals. 
Exportations of nickel-bearing stainless steel sheets under pretended authority 
of licenses authorizing shipments of only non-nickel-bearing sheets. February 
12, 1953: Order denying all export privileges for 1S months, plus 18 months to 
be held in abeyance subject to respondent's good behavior. 

The Hillard Corp., New York, N. Y.: Seven corporations and one individual. 
Exports of worthless commodities, including dyestuffs, to defraud foreign con- 
signees who had ordered and paid for other, more valuable commodities. Feb- 
ruary 20, 1953; Order denying all export privileges for 2 years, plus 2 years to 
be held in abeyance subject to respondent’s good behavior. 

Sun Transporters, Inc., New York, N. W.: Three corporations and two individ- 
uals. Submission of license applications by freight forwarder on behalf of 
exporters of wool garments to Cuba, although forwarder knew or should 
have known applicants did not possess orders from the Consignees: and failure 
of forwarder to disclose in license application that goods covered therein had 
been seized by United States Customs for attempted unlicensed export. Feb- 
ruary 25, 1958: Order denying all export privileges for 1 week. 

Elias Moos, Inc., New York, N. Y.: One corporation and two individuals. 
Trafficking in export license to ship hides to Japan. Mareh 16, 1953: Order 
denying all export privileges for 5 months, plus an additional 6 months to be 
held in abeyance subject to respondent's good behavior. 

Harwil & Co., New York, N. Y.: Two corporations, one firm, and four individ- 
uals, of New York, N. Y., and one individual and firm, of Montreal, Canada. 
Wrongful export of woodpulp from United States to Canada, with intent to re- 
export from Canada to Italy without required United States export license for 
Italy; also false statements to obtain United States export licenses. Mareh 6, 
1953: Order denying all export privileges to 1 individual and partnership for 3 
year: 3 individuals, 2 corporations, and 1 firm, for 5 years: and 1 individual, for 
the duration of United States export controls. 

Administrative cases aicaiting hearing or decision 

Names are omitted from the following udministrative cases because they are 
either awaiting hearing or decision. 

Case No. 1: Two New York individuals and one firm. Alleged false repre- 
sentation of ultimate destination and consignees on license applications, and 
misuse of licenses to make unauthorized shipments of tinplate to China in 
inid-1949. Awaiting hearing. 

Case No, 2: One English firm and individual and one Swiss firm. Alleged 
false statements by English consignee and Swiss forwarder to obtain license to 
export tantalum, ostensibly to Switzerland, but actually intended for and shipped 
toU.S.8S.R. Awaiting hearing. 

Case No. 8: One Canadian corporation and two individuals. Alleged wrongful 
participation by Canadian company in unlicensed shipment of United States hides 
to Austria, falsely declared as being of Canadian origin. Awaiting hearing. 

Case No. 4: One New York corporation and two individuals. Alleged misrep- 
resentation of identity of ultimate consignee in applications to ship diesel engines 
to Hong Kong. Awaiting hearing. 

‘ase No. 5: One New York corporation and two individuals. Misrepresenta- 
tion of end use in applications to export tinplate to South America, and alleged 
submission of false information in course of investigation. Awaiting hearing. 

Case No. 6: One Detroit corporation and four individuals. Alleged misrepre- 
sentation on shipper’s export declarations that commodities being exported were 
rags which were exportable to Holland under general license, when, in fact, 
commodities were used uniforms requiring a validated license. Awaiting hearing. 

Case No. 7: One New York partnership and two individuals ; two Havana firms 
and three individuals. Alleged false representations to OIT in connection with 
application to export steel to Cuba. Awaiting hearing, 

Case No. 8: One Belgian corporation and two individuals; one French indi- 
vidual. Alleged false representations by consignee and purchaser of roller bear- 
ings as to ultimate destination, and alleged wrongful transshipment thereof to 
Soviet bloe destination. Hearing now in progress. 

Case No. 9: One New York corporation and one individual. Alleged viola- 
tion of outstanding suspension order by acting as commission agent in effort to 
sell United States pulp for export, Awaiting decision. 

Case No. 10: Four New York corporations and two individuals. Alleged ex- 
portation in violation of outstanding suspension order and misuse of licenses to 
ship to unauthorized consignees, false representations to effect such shipments, 
and failure to keep required records. Awaiting decision. 
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Case No. 11: Five New York individuals and one corporation; two English 
individuals and one corporation. Alleged false representations in shipper’s ex- 
port declaration to ship aluminum ingots under intransit general license osten- 
sibly to England, but actually intended for and transshipped to Soviet bloc 
country. Awaiting hearing. 

Case No. 12: One New Jersey individual. Alleged false representations in 
license applications to export copper tubing purportedly to a named consignee in 
Brazil, and misuse of license to solicit an export order for such tubing. Await- 
ing hearing. 

Case No, 13: One New York corporation and four individuals. Alleged mis- 
representations in license application as to identity of ultimate consignee, ex- 
istence of export order, and nature of commodity actually intended to be shipped ; 
misuse of license obtained, by wrongful advertising of commodity for sale with 
license. Awaiting hearing. 

Criminal cases (already convicted or aacaiting trial) 

Edwards International Corp., et al.: One corporation and one individual. 
Alleged false statements in export license applications that ultimate destination 
of automobile tires would be Italy, when in fact defendants knew the tires would 
be transshipped to Rumania or Turkey. Indicted southern district of New 
York, March 1951. Awaiting trial. 

Joseph L. Cardona et al.: Five individuals. Conspiracy to bribe OIT licensing 
officer to obtain export licenses and effect unlawful exports of rice to Cuba, and 
substantive offenses pursuant to conspiracy. Indicted district court of Louisi- 
ana, October 1948. Case has not vet been tried because all of local district 
judges are disqualified to try case, which awaits designation of a special judge. 

Martin Markowitz et al.: Thirteen individuals and two corporations. False 
statements in shipper’s export declarations, unlicensed exports of food products 
to Italy, unlawful removal and destruction of customs records, bribery of a 
customs employee, and attempted bribery of another customs employee. Twelve 
indictments issued in southern district of New York, September 1949. October 
1949—trial of one individual on indictment charging destruction of customs 
records and attempted bribery of a customs employee; found not guilty. Febru- 
ary 1950—three individuals tried on another indictment. One individual sen- 
tenced to a year and a day imprisonment; another individual to a year and a day 
imprisonment, $4,500 fine, and probation for 1 year after expiration of sentence ; 
and a third individual to 5 years imprisonment. $11,000 fine, and probation for 
2 years after expiration of sentence. Affirmed by second circuit. Petition for 
certiorari denied by Supreme Court. Subsequently, district court suspended exe- 
cution of prison sentences originally imposed against these three individuals. 
Trial of 10 other related indictments pending. 

Arthur Harris: One individual. Alleged false representations in applications 
for export licenses regarding existence of export orders from named foreign con- 
signees for purpose of shipping food products. Indicted southern district of 
New York, November 1950. Case awaiting trial. 

Emanuel Goldberger et al.: Two individuals. Conspiracy to bribe FEA export 
licensing officer and effect uniawful exports of rayon to Cuba. Indicted southern 
district of New York, June 1946. One defendant pleaded gui'ty and sentenced. 
Other defendant pleaded not guilty and awaiting trial. 

British Mercantile Co., Ltd., et al.: One corporation and three individuals. 
False statements on shipper’s export declarations and bills of lading to ship 
worthless materials in fraud of Indian consignees who had bought and paid for 
polystryrene. Indicted southern district of New York, August 1951. Corpora- 
tion and two individual defendants pleaded guilty and were given suspended 
sentences subject to making restitution to defrauded consignees. One defendant 
awaiting trial. 

James H. Scott: One individual. Alleged false statements in shipper’s export 
declarations and trafficking in licenses for foodstuffs. Indicted district court 
= Florida, April 1952. Defendant’s plea to indictment now under consideration 

y court. 

Henry J. Bennett et al.: Two corporations and three individuals. Alleged 
conspiracy and bribery of OIT licensing officer to obtain licenses to export 
tinplate. Indicted district court of Virginia, July 1952. Two individual de 
fendants have pleaded guilty and are awaiting sentence. One individual de- 
fendant and two corporations have pleaded not guilty and are awaiting trial. 

Victor Samaan et al.: One corporation and one individual. Alleged false 
representations in shipper’s export declarations to make unlawful shipments 
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of roller bearings ostensibly to Switzerland, but actually transshipped to Czecho- 
slovakia ; misuse of licenses to export larger quantities of bearings than author- 
ized. Indicted southern district of New York, April 1952. Awaiting trial. 

David Zetland Corp. et al.: One corporation and one individual. Alleged false 
representations in license applications and shipper’s export declarations to 
export roller bearings ostensibly to Belgium, but intended for and actually 
diverted to Switzerland. Two informations filed district court of Pennsylvania, 
January 1952. Awaiting trial. 

Belimex Corp, et al.: One corporation and one Belgian individual. Alleged 
miisrepresentations in license applications and shipper’s export declarations 
that roller bearings were destined for Belgium although actually intended for 
Czechoslovakia. Indicted southern district of New York, May 1951. Corpora- 
tion dissolved and trial against Belgian individual in abeyance pending his return 
to United States. 

Ching Sen Lee et al.: Two individuals. Alleged false representations in 
license application and shipper’s export declarations as to identity of ultimate 
consignee and destination of tinplate shipments, and trafficking in export licenses. 
Indicted southern district of New York, July 1952. One defendant is fugitive 
from justice; other defendant awaiting trial. 

Payne Trading Corp. et al.: Four individuals, two corporations, and one firm. 
False statements in shipper’s export declarations to misuse validated license 
issued to another person for export of barbed wire to Cuba, and unlicensed 
exports of such wire. Indicted southern district of New York, November 1950. 
March 1952—one individual fined $2,000, one corporation fined $2,000, one firm 
fined $2,900, one corporation ahd one individual found not guilty, and case nolle 
prossed as to one individual. 

International Manufacturing & Equipment Co., Inc., et al.: One corporation 
and one individual. False statement in license application filed in 1948 that 
ultimate destination of mine carloader would be Switzerland when, in fact, 
defendants intended to transship same to Czechoslovakia. Indicted southern 
district of New York, May 1950.) September 1952—corporation and individual 
each fined $1,500. 

Robert H. Mistrough: One individual.  Falsification of shipper’s export 
declaration to make unlicensed exports of sanitary ware; unlicensed exports 
of cast iron soil pipe as concrete soil pipe; and perjury before Senate com- 
mittee. Three indictments: Southern district of New York, February 1949; 
district court of Alabama, October 1949; and district court of the District of 
Columbia, May 1951. June 20, 1951—sentenced in southern district of New 
York on all 8 indictnents to 3 years’ imprisonment plus 2 years’ suspended 
sentence. 

acific Trading Corp. et al.: One corporation and one individual. False state- 
ments in applications for export licenses and shipper’s export declarations to 
ship electrical steel sheets purportedly to Belgium and Formosa, but actually 
intended for and shipped to Holland and China, respectively. Indicted district 
court of Massachusetts, March 1951.) May 1951—individual defendant sentenced 
to year and day imprisonment, with sentence suspended on 5 years’ probation, 
and fined $2,500. Corporate defendant tined $2,500. 

Felipe Chuy Muro: One individual. Unlawful exports of flour, lard, and an 
automcbile across Mexican border. Information filed September 5, 1952. On 
plea of guilty, sentenced on September 12, 1952, to 2 days’ imprisonment, sus- 
pended for 2 years. (Customs referral.) 

Jesus Gonzales Luna: One individual. Unlawful export of flour and truck 
across Mexican border. July 17, 1952—fined $50 by district court of Texas. 
(Customs referral.) 

Tito Garcia Valles et al.: Two individuals. Unlawful exports of shoes and 
automobile across Mexican border. Muay 6, 1952—one defendant sentenced to 
2 years’ imprisonment; the other to 6 years’ imprisonment, by district court of 
Texas. (Customs referral.) 

Ignacio Marado Torres: One individual. Unlawful export of flour and auto- 
mobile across Mexican border. July 24, 1952—sentenced to 30 days’ imprison- 
ment, suspended for 6 months, by district court of Texas. (Customs referral.) 

Salvador Chiz Padilla: One individual. Unlawful export of flour and auto- 
mobile across Mexican border. July 11, 1952—sentenced to 30 days’ imprison- 
ment, by district court of Texas. (Customs referral.) 

Salvador Herrera C.: One individual. Unlawful export of tube transformers 
and automobile across Mexican border. July 7, 1952—fined $100 and given 
4 months’ sentence, suspended, by district court of Texas. (Customs referral.) 
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Antonio Hernandez Estrada et al.: Two individuals. Unlawful export of 
flour and automobile across Mexican border. July 17, 1952—defendants tined 
$50 each, by district court of Texas. (Customs referral.) 

Baltazar Sandoval Quinones: One individual. Unlawful export of lard and 
antomobile across Mexican border. July 25, 1952—sentenced to 30 days’ im- 
ar sme suspended for 6 months, by district court of Texas. (Customs 

eferral. 

In addition, there is an outstanding sealed indictment in 1 transshipment 
case, and 11 cases are now being considered by the Justice Department and 
United States attorneys for criminal prosecution 

Mr. Anperson. It should be noted that although 15 of these orders 
related to actual or attempted transshipments, a number of them in- 
volved only negligent, as distinguished from willful, participation in 
unauthorized diversions. The 32 other denial orders coucerned var- 
ious charges of traflicking in export licenses, falsification of export 
orders. circumventions of quota restrictions on scare commodities, 
misuse of general licenses to evade licensing requirements, false repre- 
sentations in license applications and shipper’s export declarations, 
and other similar negligent and willful offenses of mere or less serious- 
ness, not related, however, to diversions of strategic goods to Com- 
munist-dominated countries. 

I might mention at this point that the effectiveness of the United 
States export control system has been examined into by two congres- 
sional committees during 1951-52. The Senate Committee on Inter- 
state and Foreign Commerce concluded as follows: 

United States export controls are effective, and since early 1951, sufficiently 
extensive (S. Rept. No, 944, 82d Cong., p. 12). 

The House Committee on Foreign Affairs reported : 

It is the judgment of the committee that the United States Government has 
developed very effective export controls of shipments to Russia and her satellite 
countries of items which have been determined officially to be of strategic im- 
portance (H. Rept. 1621, 82d Cong., p. 16). 

The United States export control program is, of course, distinct 
from the activities of the Government under the Mutual Defense As- 
sistance Control Act of 1951, the so-called Batile Act. That law 
places responsibility upon the Director of the Mutual Security and 
the Secretary of State to deal with the problem of trade between 
friendly foreign countries and the Soviet bloc. However, the Depart- 
ment of Commerce also plays an important part in that program to 
achieve parallel action. 

Not only do we contribute the expertness in mechanics which we 
have achieved through experience in the operation of United States 
export controls and technical skill in the analysis of commodities 
and the problems of control which they present, but we also take a 
leading part in developing the policies adopted and the courses of 
action embarked upon throughout the program. And our technicians 
and other officials participate regularly in discussions and negotia- 
tions with foreign governments. 

This Department also works through the Export Control Act to 
induce a greater measure of parallel action from friendly countries. 
Particularly since the beginning of hostilities in Korea, we have been 
extremely careful in authorizing exports of important strategic com- 
modities even to friendly countries. It has been the Department’s 
view that such exports should not be authorized if they serve, in 
effect, to replace in the economy of friendly countries, goods of the 
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same sort exported by those countries from their own production to 
the Soviet bloc. In the absence of overriding reasons of strategic 
advantage. therefore, it has been our policy to authorize the export 
of important strategic commodities to friendly foreign countries only 
if those countries refrain from shipping similar commodities to the 
Soviet bloc. 

To sum up, there is a complete agreement in the Government and, 
as far as we know, no public or trade sentiment against the need for 
continuing the export control authority. The export control arrange- 
ments that I have described are an integral part of the defense plans 
of the free world. 

Some degree of control will be necessary for yet some time to safe- 
guard the domestic supply position of a number of basic commodities 
And, while we continue to hope that security considerations will some 
day become less important, there is little likelihood that we will be 
able in the near future to relax our controls on truly strategic exports. 

The Cnairman. Thank you, Mr. Anderson. 

Are there questions by members of the committee 

Mr. Mr. Chairman. 

The Mr. Talle. 

Mr. Tauie. Just one question, Mr. Anderson. 

Is the tendency toward violation increasing or decreasing ¢ 

Mr. Anperson. I think it is substantially decreasing as these con- 
trol mechanisms have been improved and as the trade generally thor- 
oughly understands the mechanisms and our administrative purposes 
and actions pursunnt to them. 

We do have, of course, still some violations. 

Mr. Tauie. As I read your statement, I thought about what St. 
Paul said : "The love of money is the root of all evil.” 

Mr. Anperson. There is plenty of evidence of that, sir. 

The Chairman. Are there any further questions’ I might say 
that this authority has been in existence since, according to our last 
report on the bill, July 2. 1940. So we have a great deal of experi- 
ence on export controls. In years gone by this committee has made 
quite a study of the subject, and Mr. Spence made a very detailed re- 
port on the matter, when it was last extended in 1951. 

Mr. Srence. This is just an extension of the present act. 

The Cratrman. That is right, for 5 vears. 

Has the Senate taken action ¢ 

Mr. Anperson. Yes, sir: the Senate committee reported the bill 
out favorably. I think it was yesterday or the day before. 

The Cuatrman. That is an identical bill to this one ¢ 

Mr. Anprrson. Yes, it is. 

Mr. Dotuincer. You don’t want to use the word “controls” in this 
bill, do you, Mr. Chairman ¢ 

The Cuarrman. I think under these circumstances we are justified 
in doing so. 

Mr. Mumma. What is the approximate cost of this program ‘ 

Mr. Anperson. The budget, which is submitted separately for this 
program, last year was $5,700,000, a substantial part of which is re- 
assigned or reallotted to the customs people in the Treasury, who, of 
course, are at the ports and constitute an important arm of adminis- 
tration and control. 
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Mr. Mumma. Well, I agree with Dr. Talle’s question. What per- 
centage of the program do you think works 4 

Mr. Anperson. By that, sir, what do you mean 4 

Mr. Mumma. Well, we read in the paper here a year or so ago, about 
transshipment of steel, right under our very eyes. Do those condi- 
tions still exist, do you think ¢ 

Mr. Anperson. No, I don't know the exact transaction to which 
vou refer—— 

Mr. Mumma. Well, I don’t know the exact transaction either, 

Mr. Anpberson. The control of American origin goods, | am sure, is 
very tight now, 

Now, it may be that the article to which you referred conceivably 
could have been with relation to some foreign-origin steel, let’s say, 
that was transshipped. I don’t know, but that is the parallel action 
part of this. 

But as far as United States origin goods are concerned, we feel 
very confident, across the board that the transshipping problem is 
pretty thoroughly licked. Now, that doesn’t mean a hundred per- 
cent, because there are commodities where it is extremely difficult to 
follow them all the way through a devious chain, particularly where in 
some part of that chain are the kind of unreliable people that operate 
in this field. 

Mr. Tatie. Will you yield, Mr. Mumma. 

Mr. Mumma. Yes. 

Mr. Tauxe. In an earlier Congress, when your Department testified 
on another extension of this act, I inquired about what was happening 
in Hong Kong, because it appeared that materials were going in there, 
and from there they would go into unfriendly countries. But not only 
Hong Kong. There is another point, Macao, not far from Hong 
Kong, which is not under control of the British, and it seems to be 
a point to which goods move, and they have easy delivery from there 
to unfriendly countries. That is one thing I thought of when you 
were reading on page} of your statement, where you say : 

Since the Chinese Communists intervened in Korea, all United States exports 
to mainland China and to North Korea have been stopped. 

My question is, have they been stopped insofar as the traffic in Hong 
Kong and Macao are concerned ¢ 

Mr. Anperson. May I speak first of Hong Kong. 

The policy with respect to American origin goods to Hong Kong 
is a quantitative control of what our people in Hong Kong, in co- 
operation with our own officials here have developed. We have a 
very reliable set of figures as to the requirements of the colony itself, 
for a long list of commodities, and we have determined that insofar 
as American origin goods are concerned, we will limit our exports to 
Hong Kong to our estimates of their current local requirements, in- 
cluding reasonable quantities for reexport to friendly destinations in 
the Far East. 

Every now and then, we may suddenly get a great burst of applica- 
tions for lard, let us say, which is much higher, in the aggregate 
than the previous imports of lard into Hong Kong, or much higher 
than our estimation of the needs of the colony. 

Before acting upon any such applications in that large volume, we 
make a very thorough recheck to see why these applications are sud- 
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denly growing up. It may turn out that there has been a crop failure 
in southeast Asia on some other fat, which has caused the difficulty, 
and therefore we may reexamine the colony’s needs. 

Now, our Foreign Service officers in Hong Kong, who, incidentally, 
the chief one, is an extremely able man, one of the best we deal with, 
works quite closely with the British control authorities, on reexport 
from Hong Kong to China, and we feel that with some reservations as 
to the inevitable smuggling that a colony of that kind, with 2 million 
Chinese refugees, conducts, we feel that our reexport controls through 
Hlong Kong are pretty good now. 

They have been improving a good deal in this last year. It has been 
a developing process. 

Now, with respect to Macao, which is a Portuguese island, as you 
know, the situation is far less satisfactory, and, therefore, our exports 
for the use of the colony of Macao are, T should say, much more closely 
scrutinized. 

In addition to this, we also have investigators there who are con- 
stantly watching for the true smuggling operations, and we have 
‘aught, with the cooperation of the British in Hong Kong, and else- 
where, a considerable number of instances where we have been able to 
seize the goods. 

Now, in a situation like Hong Kong and Macao, it isn’t, I don’t 
think, quite perfect by any means because of the extraordinary condi- 
tions existing in those colonies today. 

Now, I have addressed myself in these observations only to Ameri- 
‘an-origin goods. 

We know, of course, that the largest part of the trade in Hong Kong 
is on goods originating elsewhere, particularly in Britain, and it is in 
connection with that problem, in which we have cooperated with the 
Director of Mutual Security under the Battle Act, that we try to get 
the British to take a greater degree of parallel action with respect to 
Hong Kong, and I am glad to say that during the course of the visit 
of Mr. Eden and Mr. Butler, earlier this spring, some decisions were 
made with respect to shipping controls of the strategic products to 
Chinese ports and to Hong Kong. 

Mr. Tatxe. I note that in your statement you say you have been get- 
ting cooperation from Canada and from countries in northwestern 
Europe in carrying out the letter and the spirit of these controls, and 
you pointed out that Great Britain has recently given serious and 
specific attention to them. 

about the Portuguese Government 

Mr. Anprerson. I think that the principal problem with respect toe 
Portugal is the Macao problem. 

Mr. Tate. Yes: Lam aware of that. 

Mr. Anprerson. And I would not want to say that we have had the 
same variety of close cooperation there as to Macao, Mr. Macy, who 
is more familiar with some of the details than I am, reports that they 
are cooperating with us, but the nature of the degree of control by 
the Portuguese, of their colony, I think, leaves something to be desired 
as compared to Hong Kong. ; 

Mr. Tare. That was my impresion from other information I had. 

Mr. Anverson. I think that the public information available about 
the degree of smuggling, for example, that originates in Macao, is 
probably correct. 
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Mr. Tatie. Thank you, Mr. Anderson. Thank you for yielding 
to me, Mr. Mumma. 

Mr. Mumma. That was my interest in this Hong Kong proposition. 
Is there any way you cooperate with some other agencies of the Gov- 
ernment that may take pictures of these ships going up and down the 
coast of China every day and analyze that? 

Mr. ANDERSON. os we have full access to all Military and Naval 
Intelligence information. 

Mr. Mumma. And you use it? 

Mr. Anperson. Yes, sir. 

Mr. Mumma. Now, do you know what the amount of cotton going 
into Hong Kong is?) A year ago we raised the restrictions. 

Mr. Anperson. I can provide that figure, but T don’t have it. 

Mr. Mumma. As far as strategic materials and other oils and fats? 

Mr. Anprerson. That was a problem that we wanted to be reassured 
about. We were not altogether satisfied that the magnitude of the 
demand for lard, from which you can make glycerine, was quite justi- 
fied; so, we made quite a thorough investigation of it and tried to 
act as reasonably as we could. We didn’t want to see any opposition 
developing for the use of lard for the manufacture of explosives. 

Mr. MumMa. It is sort of a temptation not to sell it > you have 
a chance, 

Mr. Anperson. It certainly is. There are conflicting emotions in 
such a case. 

Mr. Mumma. When you say the requirements of the British in 
Hlong Kong, would that be the requirements of their tradesmen to 
sell these goods? 

Mr. Anperson. No. 

Mr. Mumma. Is it a requirement to have stock? 

Mr. Anperson. We would think of it in terms of a requirement for 
consumption of that rather large population. As you know, it has 
swollen to well over double what it was before, through the incursion 
of anti-Communist Chinese, who are living under terrible conditions 
in Hong Kong. 

Mr. Mumma. T would just like to protect ourselves against some 
article coming out in some magazine some months from now saying 
what suckers we are in letting them have all this lard and cotton 
which they transfer to Mukden or some place like that. 

Mr. Anperson. That is the job of vigilance that we are charged 
with. 

Mr. Mumma. Do you think we are fairly successful ? 

Mr. Anpverson. We think so; yes. I take it you are referring per- 
haps to the article in Life magazine that came out earlier in the year? 

Mr. Mumma. No: this is one in my imagination. It might come out. 

Mr. Anperson. I see. Earlier this year there was an article in Life 
describing this European transshipping racket, and we looked at that 
article with great care. All but two of the people that were men- 
tioned, we have extensive files on, and in the article there was no 
indication, no allegation, that any American-origin goods were in- 
volved in this trade, except that there was one picture of a jeep, in a 
packing case, and there was an implied statement in the article to the 
effect that this jeep, of American origin, which was consigned to 
Switzerland, had ended up someplace else. 
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The Willys-Overland Co., I might report, was able, with a magnify- 
ing glass, to detect the number on the packing case. They traced the 
jeep, and it is my understanding that it was found in Switzerland. 
The Swiss Army had it. 

So, as far as I know, that article established no violation of United 
States export controls, and what they were talking about were Euro- 
pean goods which had by devious methods reached the block. 

Mr. Mumma. Thank you. 

Mr. Brown. Mr. Chairman. 

The Coatrman. Mr. Brown. 

Mr. Brown. I notice, Mr. Anderson, you state that 2,200 applica- 
tions are filed daily for licenses. 

Mr. Anperson. Yes, sir. 

Mr. Brown. You have a rather difficult task to perform. Are many 
of those applications turned down ? 

Mr. Anperson. Actually about 15 percent are not acted upon favor- 
ably. We have three methods of acting: acceptance and issuance of 
the licenses, return of the license, because of technical nonconformance, 
inadequate information, and so forth, and definite rejection. 

Mr. Thomas reports that in the aggregate 1 percent are rejected and 
15 percent are returned without action for reasons that I have stated. 

Mr. Deane. Would you yield, Mr. Brown / 

Mr. Brown. Yes. 

Mr. Deane. That was the point that impressed me. In the course 
of 10 days vou have 22,000 applhieations; is that right ? 

Mr. Anprerson. Yes, sir. 

Mr. Deane. How many employees in your division, Mr. Anderson / 

Mr. Annerson. In this total program, about 750. 

Mr. Dranr. As I study this brochure which you submitted to the 
committee, there is a rather extensive application here. I was just 
wondering. That would mean you would process approximately 
1,000 applications a day; is that right? 

Mr. Anperson. Actually our output for last week was 12,000 ap- 
proximately, in a 5-day week; so that would be a little over 2,200 a 
day. 

Mr. Deane. How thorough an examination are you able to give to 
these applications in processing that many ? 

Mr. Anprerson. Well, it is a system that has been developed as a 
result of experience over a number of years. 

If you would like to have Mr. Thomas specifically trace an applica- 
tion through the works, he will be very happy to do so. It is quite 
an elaborate process, in which we have various check points, so as 
to make sure that the matter is. handled correctly. Would you like 
Mr. Thomas to do that? 

Mr. Dranr. Not necessarily. It just seems to me that, if you are 
processing that many applications, then it makes one wonder how 
necessary it may be er how thoroughly you can really ascertain the 
facts about them. 

Mr. Anperson. Well, perhaps it would be worth my while to give 
you a very quick—— 

Mr. Deane. How many people are there in the section that processes 
these applications ¢ 

Mr. Anprrson. We use a variety of techniques for this purpose. 
These include the checking of license applications against intelligence 
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information which we have concerning the parties involved in the 
proposed transaction; prechecking selected applications for the pur- 
pose of determining the reliability of the consignee and the stated 
end-use ; and tracing the arrival and disposition of selected shipments 
for compliance with the terms of the license. We also use a number 
of special documentary requirements calculated to put foreign im- 
porters and forwarders, as well as our own businessmen, on notice 
of our export restrictions. 

In addition to these effective mechanical techniques, it should be 
remarked that officers engaged in export licensing work have devel- 
oped over the years a considerable body of knowledge about com- 
modity movement and uses, and about persons engaged in legitimate 
trade in particular commodities. This knowledge enables them, in 
many instances, to detect at once and to prevent questionable transac- 
tions. Our licensing officers are assisted in this effort by our country 
specialists and our commercial intelligence analysts. The legal and 
investigative staffs also make a contribution in the detection and 
prosecution of violations. 

That is just the briefest kind of a picture, but it is quite an elaborate 
system, and has been developed by what we think are very good pro- 
fessional people, and is constantly being improved. 

Mr. Deane. How many employees do you have in the section that 
processes these thousand applications a day ? 

Mr. Anperson. In total about 750, including all the licensing officers, 
and the clerks, and the others involved. 

Mr. Deane. And the licensing, does that practically cover the 
operation of vour department, or do you operate in other fields 
besides this one 

Mr. Anprerson. The export control is only part of the responsi- 
bilities of my oflice. There is the whole field of commercial intelli- 
gence, trade promotion, studies with respect to foreign investment, 
foreign-trade statistics—quite a wide variety of work under the As- 
sistant Secretary of International Affairs. 

Mr. Deane. But I don’t understand you to mean that you use 750 
employees to process these 1,000 applications a day, do I? 

Mr. ANperson. Well, it is about 2,200 now. At peak it was about 
5,000 a day. It has declined considerably; 750 is the total number, 
which includes not only the mechanical processing, but a group that 
work on the judgment aspects of it, which is a considerable number, 
in the areas division of the Office of International Trade. 

Mr. Spence. Do all the other nations exercise the same character 
of export controls, the other free nations? 

Mr. Anperson. No, sir; we have, as a part of our responsibility, and 
the Director for Mutual Security as a part of his responsibility, tried 
very hard to get as close parallel action as we can, but due to the 
nature of the trading patterns of our friends abroad, we have not 
been able to get ser parallel action. Our controls are very much 


more strict, with respect to the Soviet bloc, than is the case with our 
own European friends. 
Mr. Srence. The fact that they don’t cooperate with us to the fullest 
extent weakens the effect of our controls, does it not, to some extent / 
Mr. Anperson. Well, you might suppose so, on the face of it, and, 
of course, that is true to a degree. What we try to accomplish, for 
example, we have a virtual embargo against the bloc. 
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Now, in the case, let us say, of France, she may have a trade agree- 
ment under which she receives coal from Poland, which is important 
to her, because otherwise she would have to buy it for dollars. 

Now, in that case, she must make a return for that coal, and what 
we hope and urge her to do is to try to persuade Poland to be willing 
to accept relatively unstrategic goods, like champagne, let us say. But 
Poland frequently says, “No; we won't do that. We must have a cer- 
tain amount of machinery and things of that kind.” 

Therefore, we try to persuade the French to negotiate, as thorough] 
as they know how, to reduce the exports from France of strategic pe 
in return for Polish coal. But it is a reality that we have to face, that 
the trading pattern of our partners abroad is not like ours and, there- 
fore, without serious damage to their own economies, they could not 
actually completely embargo shipments to the bloc countries, but. the 
character of those shipments is the important thing. 

We have had excellent cooperation from them in the field of reduc- 
ing the character of strategic goods that move. 

The Cuamman. Are there further questions of Mr. Anderson at this 
time 

(No response.) 

The Carman. If not, we are very grateful to you, Mr. Anderson, 
for appearing this morning. 

Mr. Anperson. Thank you, sir. 

The Cramman. If there are no further witnesses, the committee 
will go into executive session. 

(Whereupon, at 11:05 a. m., the committee proceeded into execu- 
tive session. ) 

(The following communication was received from the Department 
of State in regard to H. R. 4882 :) 


DEPARTMENT oF STATE, 
Washington, April 29, 1958. 
Hon. Jesse P. Wotcort, 
Chairman, Committee on Banking and Currency, 
House of Representatives. 

Dear Mr. Wotcortr: I understand from officials of the Department of Com- 
merce that you would like to have the comments of the Department of State on 
H. R. 4882, a bill to extend for 3 years the Export Control Act of 1949. 

The Department has carefully considered the need for this legislation, and 
agrees with the Secretary of Commerce in his letter of April 17 to the committee, 
both as to the reasons why this legislation is necessary and the policies he pro- 
poses to follow in exercising the authority it would provide. The Department 
accordingly supports its enactment. 

Sincerely yours, 
TurustTon B. Morton, 
Assistant Secretary 
(For the Secretary of State.) 


